Summary
Introduction
Coffee is one of the most significant internationally traded commodities. In many years it was ranked as the second traded in value on the foreign exchanges for producing countries, next to oil (Sereke-Brhan, 2010). The world coffee export approximately accounted US$30.8 billion in 2015 (around 8.27 million tons), a decrease of 4% in comparison to 2014 (International Trade Centre, 2016). Coffee also represents an important source of export earnings for many of the world`s least developed countries, so its export makes many of them vulnerable to exogenous shocks (International Coffee Organization, 2015).
Coffee is produced in more than 50 countries, particularly in South America, Africa, and Southeast Asia, but consumed as a beverage world widely. The total world production EP 2017 (64) 1 (307-322) Daniela Nuševa, Kristina Mijić, Dejan Jakšić amounted 143.3 million 60 kg bags in 2015/16 crop year, and the major coffee producing countries were Brazil (43.2%), Vietnam (27.5%), Columbia (13.5%) and Indonesia (12.3%). The total global coffee consumption in 2015 was estimated 152.2 million 60 kg bags. The most developed countries are the largest consuming coffee markets with the total consumption of 81.2 million 60 kg bags, and individually EU (41.6%), US (24.4%) and Japan (7.7%) (International Coffee Organization, 2016). Furthermore, many countries and citizens depend on coffee production for income. Coffee plantation and coffee processing provides employment for over 100 million people across the globe (Jacob, 1998 ).
Due to the major role of coffee production for the economies, numerous researchers and institutions pay great attention analyzing the performances of coffee producers and the performances of the coffee market. The analysis of coffee processors performances usually includes the analysis of profitability, profitability determinants, the analysis of the trend in coffee production and coffee sales (Mohammed et al., 2013; Woodill et al., 2014) . For the sustainable development of the coffee processing industry, balanced business performances of coffee processors are highly favorable. The performances of the coffee market are investigated in terms of market concentration (Euromonitor, 2016 ; International Coffee Organization, 2014). The aim of market concentration analysis is to define the characteristics of the market. Depending on the market share of the leading and other companies in industry, the market can range from perfect competition to oligopoly (Vuković et al. 2015) . Concentrated markets can impose significant barriers to entry and better market position of smaller companies. In the case of a high concentration and a very limited market, the choice of consumers is highly reduced. The upbringing of modern market structure for securing intensive and effective competition between economic subjects is an imperative of every country, especially developing ones (Mihajlović et al., 2016 ).
The Serbian coffee market is small in comparison to the world coffee market and in comparison to the developed countries coffee markets. Beside this, import of not roasted coffee represents import of one of the main commodities in Serbia (Statistical Office of the Republic of Serbia, 2016). The market of coffee processors in Serbia consists of two large coffee processors (Grand Prom and Strauss Adriatic) and around 200 small coffee processors. It can be said that the Serbian coffee market is characterized by the competition of two groups coffee processors: large and small coffee processors. The aim of this paper is to investigate the differences of performances of large and small coffee processors in Serbia during the period 2012-2015. This research is designed to analyze the trend of coffee market concentration, the profitability of large and small coffee processors, and to investigate which factors determinate the profitability of coffee processors in Serbia. In recent decades coffee roasters and consumers in the developed countries are switching to sustainable coffees, certified higher-quality coffees produced in accordance with certain environmental, social and/or economic standards (Organic, Fairtrade, Rainforest Alliance, UTZ Certified, etc.). There is still no significant consumer interest in Serbia for these coffees mostly because of the weaker purchasing power, and the lower level of awareness, information and education (Nuševa, 2012) .
Materials and methods
The aim of this paper is to review the performances of coffee processors and Serbian coffee market. For this purpose data from the financial statements of companies registered as coffee processors in the period 2012-2015 years were used. The data were collected from the financial statements of coffee processors from the database Amadeus, the database of Business Registry Agency and market research conducted by Euromonitor International Ltd. The research sample includes 40 companies observations divided into two groups. The first group consists of 8 observations of the two large companies in the field of coffee processing, while the second group consists of 32 observations of 8 small coffee processors in Serbia.
The performances research of coffee processors in Serbia is divided into three sections:
 Market concentration analysis,  Profitability analysis and  Identification of the profitability determinants of coffee processors.
Market concentration analysis
Market concentration represents an important proxy for competition among companies in an industry. Analysis of the market concentration indicates to the characteristics of a specific market, which can be in a range from perfect competition to oligopoly, or even monopoly when one company achieves total revenue at a specific market. The aim of the analysis of coffee market concentration in Serbia is to investigate the characteristics of the competition among the coffee processors and to analyze the trend of market concentration during the 2012-2015. According to this the following hypothesis is defined:
Small number of large coffee processing companies have a dominant position on the market in Serbia.
The concentration on different markets can be measured using a several statistical and econometric methods, such as the Herfindahl-Hirschman index (HHI), Concentration ratios (CR n ), Gini coefficient, Linda index, Hannah-Kay index, Hall Tideman index etc.
According to the availability of data, the concentration of coffee processing companies was measured by Concentration ratio. Oster (1999) defines the concentration ratio as the percentage of industry sales or employment accounted for the largest few firms in the industry.
Where:
CR -concentration ratio n -the number of firms S i -market share Concentration ratios range from 0 to 100 percent. Since there are two large coffee processors in Serbia, concentration ratios are measured using CR 2 model. Market concentration can be measured by several variables: operating revenue, total assets, capital, the number of employees etc. According to the Federal Trade Commission in the USA (Ward, 2005 ) the industry is:
 Unconcentrate -if small number of companies produce less than 25% of industry output (CR n < 0.25),
 Moderately concentrated -if small number of companies produce at least 25% and less than 50% of industry output 0.25≤CR n <0.50),  Concentrated -if the small number of strongest companies in the industry produce at least 50% of industry output (CR n ≥ 0.50 )
Profitability analysis
Profitability, as one of the most important indicators of business success, indicates the earning power and business success of a company (Kimmel et al., 2012) . There are different indicators of profitability in the economic theory and practice and in this paper the following are selected:
 Return on Assets (ROA) -measures a company's success in using assets to earn net income.
 Return on Equity (ROE) -measures how much profit (net income) a company generates with the shareholder's equity.
 Profit Margin (PM) -indicates net income per unit of sales.
 Gross Margin (GM) -represents the portion of revenue that the company retains as gross profit.
The Table 2 provides an overview of the profitability indicators.
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The aim of profitability analysis is to examine whether there is a significant difference in the level of profitability that generate coffee processors in the market of Serbia.
For the sustainable development of the coffee processing industry, balanced business performance of coffee processors is highly favorable. Significant fluctuation in profitability can negatively affect the development and growth of companies, as well the market competition. According to this aim, the following hypothesis is set:
There are no significant differences in the profitability between large and small coffee processing companies.
The identification of the profitability determinants of coffee processors
In order to examine which factors influence the profitability of coffee processors in Serbia, dependent and independents variables are defined. Profitability as a dependent variable is represented by the indicator return on assets. The group of independent variables consists of size, current ratio, leverage, growth, inventory turnover and market concentration.
The size of companies can be measured using several proxies, such as natural logarithm of assets, sales, and employees. In this study, size is measured as the natural logarithm of the assets. Larger companies have better access to capital markets and lower cost of borrowing (Whited, 1992) , and should have a higher turnover ratio and therefore higher ability to generate higher income (Titman, Wessels, 1988) . Even though it is expected that size and profitability are positively related, there are opposite findings among studies. Stierwald (2010) , found that the size of the company is positively related to profitability. On the other side, there are findings that confirm the inverse relationship between the size of companies and profitability (Goddard et al. 2005, Jensen and Murphy, 1990 ).
The current ratio as a ratio of current assets and current liabilities indicate the ability of company to pay current liabilities at time. Healthy companies should have this ratio at the minimum level of 2.0. The research results about the influence of current ratio on profitability are also mixed. Kuntluru et al. (2008) found that there is a positive relationship between current ratio and ROA as the indicator of profitability. Pratheepan (2014) found out that current ratio does not have any influence on profitability.
Leverage indicates the level of debt and can be measured by using different indicators, such as ratio of total debt to total equity, or ratio of total debt to total assets. In this study, leverage was measured by the ratio of total debt to total assets. If the level of debt is higher more resources are required to pay the debt, and that situation can influence negatively profitability. If the additional debts are not used in investment purpose, there is a high risk of decreasing profitability ratio. Asimakopoulos et al. (2009) found out that leverage is negatively correlated to profitability. On the other side, Burja (2011) found out that leverage is positively correlated to profitability, which is explained as the use of debt in good investment activities.
Growth measures the ability of firm to achieve a higher amount of sales in the current period in comparison to the previous period. If the company achieves growth in sales, that means it provides additional income for the current period. Therefore it is expected that growth affects profitability positively (Asimakopoulos et al. 2009 ).
Inventory plays a significant role in the growth and survival of the companies in the sense that ineffective and inefficient management of inventory will mean that the organization loses customers and sales will decline. An efficient management of working capital through proper and timely inventory management ensures a balance between profitability and liquidity trade-offs (Aminu, 2012) . Well managed inventories can give companies a competitive advantage and result in superior financial performance (Isaksson, Seifert, 2013) . Inventory ratio can be represented as the ratio of cost of goods sale and cost of material on the one side and average inventory on the other side. Also, inventory ratio can be represented as the ratio of sales and inventory, which was used in this study. The market share can be also positively and negatively related to the level of profitability. A higher level of concentration means a larger amount of revenue, as a positive part of net income. The research results show a positive relationship between concentration ratio and profitability usually in the banking sector (Molyneux, Thornton, 1992) . On the other side, higher concentration level can be related to the lower price policy, or higher other expenses, which can lead to the lower profitability ratio. Bourgeois et al.
(2014) found a negative relationship between concentration ratio and profitability in food and drug stores, insurance, as well in health care industries.
According to the aim of the investigation of the profitability determinants of coffee processors, the following hypothesis is set.
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Results

The results of market concentration analysis
The results of Serbian coffee market concentration, based on the operating revenue, total assets, equity, and the number of employees, are present in the following table. 
THE PERFORMANCES OF COFFEE PROCESSORS AND COFFEE MARKET IN THE REPUBLIC OF SERBIA
The results of profitability analysis of coffee processors Profitability analysis indicates that coffee processors have in average positive net income. Profitability analyses based on ROA indicate that coffee processors in Serbia achieve an average profit of RSD3.60 per RSD100 invested assets. Comparative profitability analysis of the large and small coffee processors indicates that small processors achieved better business results. The group of small coffee processors achieved 4.48RSD per 100RSD invested assets, and RSD12.03 per RSD100 invested capital in the period 2012-2015. On the other hand, the dominant coffee processors realized RSD0.05 per RSD100 invested assets, and RSD4.20 of profit per RSD100 invested capital. The group of small coffee processors has more stable profitability during the observed period. On the other hand, large coffee processors have significant fluctuations in the level of profitability. Large coffee processors achieved negative results in 2012 and 2015 primarily from operating activities. The analysis of profit margin and gross margin indicates that the large coffee processors achieved an average RSD0.32 of net income or RSD0.36 gross income per RSD100 of sales. On the other hand, small coffee processors achieved an average RSD2.25 of net income, or RSD2.59 of gross income, per RSD100 of sales. Descriptive profitability analysis shows that small coffee processors achieved better profitability, according to all profitability indicators. In order to investigate if the difference between the profitability of large and small coffee processors is significant, multivariate test MANOVA was realized. The following table ( Based on the result of Pillai's Trace p-value which is less than 0.05 it can be concluded that there is a significant difference between the profitability of the large and small coffee processors in Serbia. Furthermore, the test of between-subject effects indicates that there is the statistically significant difference in the profitability indicator ROA between this two groups of companies ( Table 6 ). According to this findings, hypothesis H 2 is rejected, and the alternative hypothesis is accepted, that there are significant differences in the profitability between the large and small coffee processors. 
The results of profitability determinants of coffee processors in Serbia
The values of independent profitability variables are presented in the following table ( Table 7) . Source: Author`s calculation Current ratio indicates that the small coffee processors have a problem to pay short-term liabilities, while large coffee processors don't have a risk of payment short-term liabilities.
Leverage analysis shows that coffee processors in Serbia have a problem of high level of liabilities. Small coffee processors are financing their business activities with 92% of liabilities, and with 8% capital. A small share of capital in financing business activities is a result of the regulation that requires minimum initial capital of RSD100. Large coffee processors are financing their activities 60:40 in favor of external source of financing. Even though the large coffee processors possess a greater amount of capital, they still have leverage higher than the reference value of 0.5.
Growth sale analysis shows that the small coffee processors have better growth sale rate (7%), while the growth sale rate of the large coffee processors is negative (-1%) during the period 2012-2015. Operating revenue of large coffee processors in 2014 is for about 10% less than in 2013. The decrease in operating revenue of the large companies and the growth of operating revenues of the small processors, is accompanied by the changes in the level of market share among the coffee processors. Inventory turnover ratio shows the similarity in inventory management between large coffee processors (5.05) and small processors (5.40).
In order to investigate which determinants are associated with the level of profitability the linear regression analysis was conducted. The results indicate that profitability of coffee processing companies is significantly correlated with the inventory turnover and concentration ratio. Profitability of coffee processors is not significantly related to the other characteristics such as size, current ratio, leverage and sales growth. According to this results, hypothesis H 3 is partial accepted. Inventory turnover and profitability are positively related, and that means that higher turnover ratio and good inventory management will increase profitability. Results show a negative relationship between concentration and profitability of coffee processors. Even though large coffee processors collect a higher amount of revenue, profitability is on the much lower level than the profitability of the other smaller coffee processing companies in Serbia. The reason of this negative relationship between concentration and profitability of dominant coffee processors can be explained by very low and negative growth rate, increasing the operating and other expenses.
Conclusion
Regardless the fact that the Serbian coffee market is small in relation to the world and the developed countries coffee markets, not roasted coffee represents a significant import commodity, accounted approximately more than 31,000 tons per year during 2011-2015. Two large and around 200 small companies are involved in processing not roasted coffee in Serbia, so there is a competition between these two groups of coffee processors on the market.The market concentration analysis indicates that the large coffee processors have a dominant position, achieving about 73% of total revenue during 2012-2015. Furthermore, there is a negative trend of market concentration index, which points toward increasing competition among the coffee processors. In spite of the dominant market share of the two large coffee processors, the results of the profitability analysis indicates that the small coffee processors had a higher profitability level and a better and more stable profitability indicators, due to the decreasing operating revenue, decreasing market share, and increasing operating expenses which the large coffee processors have faced during 2012-2015. The operating revenue of the small coffee processors recorded a constant average positive growth during the same period.
The results also indicate that inventory turnover and market share are the two crucial determinants of coffee processors profitability in Serbia. Inventory turnover and profitability are positively related, while market share and profitability are negatively related. Achieving stable business performances at the coffee market requires that the large coffee processors should solve the problem of decreasing operating revenue, and increasing operating expenses, while small coffee processors should solve the problem of low current ratio and high leverage.
Although fresh coffee consumption still dominates in the overall coffee consumption in Serbia, it has reached the saturation point. Retail volume sales of fresh coffee are declining and this trend is expected to be continued. In order to strengthen their competitive position, all coffee processors should invest more in the growing market segment of instant coffee. Drivers that stimulate increased instant coffee consumption are: changing coffee drinking habits, diversity, convenience, innovations, well-known brands, etc. The coffee market in developed countries has gone through a "latte revolution" and certified coffees are gaining increasing retail volume sales. It is still too early for coffee processors in Serbia to introduce certified coffees, but they should consider the perspectives of involving socio-economical and environmental standards in their business activities.
